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Structure and Performance 


Structure 

The metal rolling mill and welding equipment industry 
includes the manufacturers of metal rolling mill equipment, 
metal surface finishing equipment and welding equipment. 

Metal rolling mill equipment manufacturers produce 
machinery used to shape and further process both ferrous 
and non-ferrous metals (mostly steel, aluminum and copper) 
once they have been cast. The equipment is supplied to 
companies that fabricate primary metals, mainly steel, for 
the production of rails and structural shapes, bars and rods, 
rolls and coils, and plates and sheets. It is also used in the 
production of aluminum sheeting, siding and roofing. In 
addition, this subsector includes the manufacturers of metal 
surface finishing equipment used in strip-processing lines of Statistics Canada codes. 


1990-1991 


METAL ROLLING MILL AND 
WELDING EQUIPMENT 


FOREWORD 

Ina rapidly changing global trade environment, the international competitiveness of Canadian industry 
is the key to growth and prosperity. Promoting improved performance by Canadian firms in the global 
marketplace is a central element of the mandates of Industry, Science and Technology Canada and 
International Trade Canada. This Industry Profile is one of a series of papers in which Industry, 
Science and Technology Canada assesses, in a summary form, the current competitiveness of 
Canada’s industrial sectors, taking into account technological, human resource and other critical 
factors. Industry, Science and Technology Canada and International Trade Canada assess the most 
recent changes in access to markets, including the implications of the Canada-U.S. Free Trade 
Agreement. Industry participants were consulted in the preparation of the profiles. 

Ensuring that Canada remains prosperous over the next decade and into the next century is 
a challenge that affects us all. These profiles are intended to be informative and to serve as a basis 
for discussion of industrial prospects, strategic directions and the need for new approaches. 
This 1990-1991 series represents an updating and revision of the series published in 1988-1989. 
The Government will continue to update the series on a regular basis. 


Michael H. Wilson 


Minister of Industry, Science and Technology 
and Minister for International Trade 


coating, galvanizing and plating operations. 


Welding equipment manufacturers produce machinery 
used in shops where metal is further fabricated. This equip- 
ment ranges from hand-held and portable welders to fully 
automated welding and assembly lines, which may include a 
robotic component. Types of welders include electric arc, oxy- 
acetylene, resistance, laser and metal inert gas (MIG) appara- 
tus. This subsector does not include the consumable supplies 
used in the welding and finishing operations (¢.g., welding 
wires, gases, fluxes and acids) nor does it include stand-alone 
robots and machine tools. Since this industry is composed 
of parts of industries covered by Statistics Canada, all data 
other than trade numbers have been estimated by Industry, 
Science and Technology Canada (ISTC) based on selected 
Statistics Canada information. Data on trade are aggregates 


that perform metal descaling, degreasing, slitting, spraying, 


In 1990, preliminary data showed that $203 million 
of the industry's value shipped of $279 million went to the 
domestic market, with only $76 million being exported. 
These domestic shipments were supplemented by imports 
worth $211 million, resulting in a Canadian market valued 
at of $414 million. 

In 1988, some 55 establishments (30 in metal rolling 
mill and metal surface finishing equipment) were actively 
engaged in manufacturing machinery in this industry, 
employing approximately 2 275 people. There is a strong 
regional concentration, with the major portion of the estab- 
lishments (59 percent) located in Ontario and the remainder 
largely in Quebec (Figure 1). Companies are located near 
their major clients, the steel and aluminum producers. 

In 1988, the latest year for which complete data are 
available for each subsector of the industry, total shipments 
in this industry were valued at $291 million. The metal 
rolling mill and metal surface finishing equipment subsector 
accounted for shipments of $140 million (48 percent of the 
total industry shipments). The welding equipment subsector 
accounted for a further $151 million (52 percent of total ship- 
ments). Exports in 1988 totalled $66 million, 56 percent of 
which was welding equipment destined for the United States. 
In the same year, imports, which consisted mainly of welding 
equipment originating primarily in the United States and used 
largely in the manufacture of automated welding systems, 
amounted to $304 million. The total Canadian market in 1988 
was $529 million, with the metal rolling mill and metal sur- 
face finishing equipment subsector accounting for $215 mil- 
lion or 41 percent. Industry shipments stayed fairly steady in 
1989 and 1990, but in 1990 imports were 30 percent below 
the 1988 level and exports had climbed 15 percent. 

Companies in this industry are characterized by low 
production volumes of custom-built machines adapted to 
specific mill or line considerations. A great deal of engi- 
neering expertise goes into designing, building and installing 
the equipment according to specifications. Inventory levels 
therefore are kept to a minimum. Manufacturers generally 
subcontract such operations as the precision machining 
and subassembly of parts, which can be performed more 
economically by specialized suppliers. 

The larger companies in the Canadian metal rolling 
mill and welding equipment subsectors are primarily U.S.- 
owned. The international industry is composed of many 
medium-sized to large manufacturers concentrated in the 
United States, Germany, Italy and Japan. New technologies 
are developed in the home markets for both subsectors. 

At existing tariff levels, the Canadian industry is com- 
petitive in the domestic market for small to medium-sized 
metal rolling mill equipment, where manufacturing capability 
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Figure 1 — Regional Distribution of Establishments 
(average for 1986 to 1988) 


and expertise is good. The production of large, technologically 
advanced equipment (for example, continuous casters) 

is dominated by Japanese and European companies. The 
Canadian industry, however, has been successful in devel- 
oping agreements that allow its participation in providing 
parts of the metal rolling mill equipment in its areas of exper- 
tise, particularly in strip-processing lines. In the welding 
equipment subsector, production capability is excellent 

and is focused largely on specialized assembly equipment, 
particularly for the Canadian automotive industries. 


Performance 

The world markets for steel were severely depressed 
in the early 1980s. Steel producers recognized that, in order 
to improve their competitiveness, they would need to embark 
on modernization programs aimed at improving quality and 
productivity. These programs, which resulted in increased 
business for metal rolling mill equipment manufacturers, 
continued until the end of the decade. Welding equipment 
manufacturers also benefited from strong growth in capital 
investment in the automobile and consumer goods (especially 
appliances) sectors. 

Following the 1981-1982 recession, shipments of metal 
rolling mill and welding equipment increased strongly (at a 
real average annual growth rate of 15.8 percent from 1983 to 
1988) as suppliers benefited from the significant moderniza- 
tion programs of their major clients. As a result, shipments 
by 1988 had reached $291 million (Figure 2), manufacturers 
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Figure 2 — Total Shipments, Imports and Exports 


were in a Strong financial position, and most were operating 
profitably. During this period of modernization by the steel, 
aluminum, automobile and consumer goods producers, the 
manufacturers of metal rolling mill and welding equipment 
had concentrated on the domestic market. As a consequence, 
exports as a share of shipments (measured in constant 1988 
dollars) declined from 45.5 percent in 1983 to 20.8 percent in 
1989 and amounted to only $57 million. 

This decline in exports was significantly greater than that 
experienced by other machinery sectors, where export levels 
of 40 percent of shipments were more common. Recognizing 
the substantial capacity that had been developed by the steel 
producers, the metal rolling mill and welding equipment man- 
ufacturers sought export opportunities to offset the potential 
Slower growth that was forecast for the end of the decade and 
the early 1990s. 

In 1990, this strategy appeared to be working. Although 
domestic shipments fell by about 10 percent (in constant 1988 
dollars) from their 1988 peak, total Canadian shipments fell 
by only 3.8 percent due to a 15.2 percent increase in exports. 

Imports of metal rolling mill and welding equipment 
from 1983 to 1988 averaged approximately 68 percent of the 
Canadian market, increasing from $193 million (in constant 
1988 dollars) in 1983 to $304 million in 1988. In that year, 
of a total Canadian market worth $529 million, the majority of 
the imports consisted of welding equipment originating mostly 
from the United States, with the balance of imports being 
metal rolling mill equipment from Japan and the European 


Community (EC). By 1990, these imports declined to $212 mil- 
lion due to the slowdown in capital investment. While the 
value of domestic shipments fell by about 10 percent, imports 
declined by over 30 percent. 


Strengths and Weaknesses 


Structural Factors 

In both the metal rolling mill and welding equipment 
subsectors, the cost structure of the Canadian industry is 
generally comparable to that of the U.S. industry in terms 
of labour as well as material and energy costs. A major chal- 
lenge faced by Canadian manufacturers of heavy metal rolling 
mill equipment in the global market is that of competitive 
financing. Low-cost financing is available to competitors 
operating from such countries as Germany, Italy and Japan, 
which gives them considerable assistance, since the cost of 
the equipment is high. 

The high proportion of foreign ownership of the larger 
metal rolling mill and welding equipment companies results 
in low levels of applied research and development (R&D) in 
Canada. New technologies are increasingly being developed 
in countries such as Japan and Germany, particularly in the 
metal rolling mill equipment subsector. However, the custom- 
built nature of many machines leads to considerable opportu- 
nities for application engineering. Many subsidiaries have a 
limited export mandate, with the U.S. market often being 
reserved for the parent company. 


Trade-Related Factors 

Canadian manufacturers of metal rolling mill and 
welding equipment have relatively easy access to the U.S. 
market as well as to the markets of other developed coun- 
tries. There are no known non-tariff barriers. Canada levies 
tariffs of 9.2 percent on most metal rolling mill and welding 
equipment imported from developed countries having Most 
Favoured Nation (MFN) status. This tariff compares with 
the levels on such equipment assessed at 3.6 percent by 
the United States, 3.4 percent by Japan and 4.9 percent by 
the European Community. The Canadian tariff has provided 
some degree of protection to domestic manufacturers. In 
some areas where Canadian capability does not exist, metal 
rolling mill and welding machinery can be imported duty- 
free under the federal Machinery Program when not made 
in Canada. 

Under the Canada-U.S. Free Trade Agreement (FTA), 
which was implemented on 1 January 1989, remaining import 
duties on the metal rolling mill and welding machines and 
machine parts were eliminated in five equal, annual steps and 
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reached zero on 1 January 1993. During 1992, U.S. tariffs 

on most of these products were 1.8 percent. The removal of 
restrictions on access to the United States for service person- 
nel has improved the ability of Canadian manufacturers to 
provide equipment support behind the U.S. tariff barriers that 
apply to other international competitors. 

On 12 August 1992, Canada, Mexico and the United 
States completed the negotiation of a North American Free 
Trade Agreement (NAFTA). The Agreement, when ratified 
by each country, will come into force on 1 January 1994. 

The NAFTA will phase out tariffs on virtually all Canadian 
exports to Mexico over 10 years, with a small number being 
eliminated over 15 years. The NAFTA will also eliminate most 
Mexican import licensing requirements and open up major 
government procurement opportunities in Mexico. It will also 
streamline customs procedures, and make them more certain 
and less subject to unilateral interpretation. Further, it will 
liberalize Mexico's investment policies, thus providing 
opportunities for Canadian investors. 

Additional clauses in the NAFTA will liberalize trade in a 
number of areas including land transportation and other serv- 
ice sectors. The NAFTA is the first trade agreement to contain 
provisions for the protection of intellectual property rights. The 
NAFTA also clarifies North American content rules and obliges 
U.S. and Canadian energy regulators to avoid disruption of 
contractual arrangements. It improves the dispute settlement 
mechanisms contained in the FTA and reduces the scope for 
using standards as barriers to trade. The NAFTA extends 
Canada’s duty drawback provisions for two years, beyond the 
elimination provided for in the FTA, to 1996 and then replaces 
duty drawback with a permanent duty refund system. 


Technological Factors 

In both the metal rolling mill and welding equipment 
subsectors, subsidiaries of foreign companies, most of which 
are based in the United States, have access to the technologies 
developed by their parent companies. Given the low level of 
applied R&D done in Canada in these subsectors, the link with 
U.S. ownership may constrain the ability of Canadian sub- 
Sidiaries to compete in the world market using co-operative 
agreements and technology transfers. Furthermore, they may 
not have access to leading-edge product technology, which is 
often Japanese and European rather than American in origin. 

Licensing arrangements with foreign manufacturers 
to make steel mill components in Canada have had some 
success in the past. However, because these licences were 
limited in scope and were usually based on specific project 
requirements, they have not generally been renewed. The 
relatively small size of the Canadian market and the small 
number of medium-sized Canadian manufacturers capable 


of entering into a technology transfer agreement constrain 
additional licensing agreements and make it relatively 
easy for foreign manufacturers to sell directly into the 
Canadian market. 

Some future opportunities are anticipated for Canadian 
firms as more and more electronic and computer-based con- 
trols are incorporated into various phases of metal processing 
operations. For example, in the welding equipment subsector, 
where Canada is at the leading edge of technological develop- 
ment in artificial vision and robotic systems, equipment has 
become more automated and its use has led to increased 
productivity and higher quality for the subsector. 


Other Factors 

At the time of writing, the Canadian and U.S. economies 
were showing signs of recovering from a recessionary period. 
During the recession, companies in the industry generally 
experienced flat prices for their outputs, in addition to 
longer-term underlying pressures to adjust. In some cases, 
the cyclical pressures may have accelerated adjustments and 
restructuring. With the signs of recovery, though still uneven, 
the medium-term outlook will correspondingly improve. 
The overall impact on the industry will depend on the pace 
of the recovery. 


Evolving Environment 


The orientation of the metal rolling mill and welding 
equipment subsectors toward the strong domestic market 
brought about by modernization of several Canadian indus- 
tries resulted in a low export level in 1988 (22.7 percent of 
shipments). However, the domestic demand for metal rolling 
mill equipment declined toward the end of the 1980s as the 
modernization of steel mills in Canada was completed. This 
downturn in client demand is exacerbated by the severe finan- 
cial problems currently being experienced by some major 
Canadian steel companies. Equipment manufacturers there- 
fore will need to focus their attention on the growing offshore 
markets. Competition is expected to be strong, and the ability 
to develop strategic alliances in order to participate in larger 
projects is likely to be an important factor influencing the 
growth of the Canadian manufacturers. 

The welding equipment subsector has benefited from 
a general modernization of North American manufacturing 
during the late 1980s and, more specifically, from the invest- 
ment in new and modernized facilities introduced by the auto- 
mobile manufacturers, using robotics and flexible production 
lines. Future activity is expected to level off and perhaps to 
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decline, since most of the modernization programs have 
now been completed. 

Over the next 10 years, demand for metal rolling mill and 
welding equipment should experience a gradual decline, fol- 
lowed by a stable and mature market environment. Although 
the trend to replace steel with composite materials and plas- 
tics will have an increasingly negative impact on both subsec- 
tors in the short term, it will also present technical challenges 
to the steel and aluminum producers for more cost-effective 
production methods and associated equipment. 

The elimination of the import tariff under the FTA may 
result in further rationalization in the industry as some com- 
panies continue to seek reductions in manufacturing cost and 
production rates through the consolidation of their operations, 
particularly those of the U.S. parent. In the medium to long 
term, however, small Canadian-owned firms could benefit 
from the gradual elimination of these tariffs and the easier 
access to the U.S. market. 


Competitiveness Assessment 


Contrary to the expected contraction of the domestic 
market for metal rolling mill and welding equipment in the 
early 1990s, aluminum markets are expected to expand by 
700 000 tonnes by 1995. Further, markets should open up 
in countries that are developing their industrial infrastructures. 
Canadian equipment manufacturers will increasingly have to 
look to these growing offshore markets for additional business 
to offset the anticipated decline in domestic requirements. 
Competition will be strong, as the manufacturing costs of 
Canadian equipment producers are higher than those of their 
competitors in many other developed countries. 

The development or acquisition of new product tech- 
nologies in order to maintain competitiveness in the medium 
to long term will be a significant factor affecting the future 
performance of the industry. In the metal rolling mill equip- 
ment subsector, the steel and aluminum producers will be 
challenged by the more extensive use of advanced industrial 
materials and the need for improvements in productivity and 
cost effectiveness. Additional demands for more extensive 
use of recycled materials can be expected, thereby providing 
equipment manufacturers with new opportunities for equip- 
ment development. Manufacturers of welding equipment 
will have the opportunity to further develop advanced manu- 
facturing systems using robotic and artificial vision systems 
where Canada has a technological lead. In both subsectors, 
strategic alliances will be a mechanism for Canadian compa- 
nies to gain access to industrial niches and partnerships. 


The loss of tariff protection under the FTA will increase 
competitive pressures on those companies that are unable 
to produce technologically competitive equipment. 
Simultaneously, it will provide protection to Canadian 
firms against the rest of the world in the U.S. market. 


For further information concerning the subject matter 
contained in this profile, contact 


Industrial and Electrical Equipment and Technology Branch 
Industry, Science and Technology Canada 

Attention: Metal Rolling Mill and Welding Equipment 

235 Queen Street 

OTTAWA, Ontario 

K1A OH5 

Tel.: (613) 954-7812 

Fax: (613) 941-2463 
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PRINCIPAL STATISTICS? 


19735 1983 1984 1985 1986 1987 1988 1989 1990 

Bev chee N/A N/A 60 55 59 55 59 N/A N/A 

Employment N/A 1 300 1500 2 150 1980 2 100 2209 N/A N/A 
Shipments | 

_ ($ millions) 45 130 158 238 230 255 291 273 279 

(constant 1988 $ millions) 110 132 159 232 225 252 291 274 280 


alSTC estimates. 


bData for this year are not strictly comparable with data for other years shown due to changes in the definition of the ee that were introduced in the revised 
edition of Standard Industrial Classification, 1980, Statistics Canada Catalogue No. 12-501. 


N/A: not available 


TRADE STATISTICS | 


19734 1983 1984 1985 1986 1987 1988° 1989° 1990® 

Exports 

($ millions) 19 60 75 84 91 105 66 56 76 

(constant 1988 $ millions) 46 60 76 81 89 104 66 5/7 76 
Domestic shipments® 

($ millions) 26 70 83 154 139 150 225 217 203 

(constant 1988 $ millions) 64 72 83 151 136 148 225 217 204 
Importsd 

($ millions) 68 191 209 259 375 324 304 303 211 

(constant 1988 $ millions) 166 193 211 252 368 320 304 304 212 
Pe market® 

($ millions) 94 261 292 413 514 474 529 520 414 

(constant 1988 $ millions) 230 265 294 403 504 468 529 521 416 


a{ata for this year are not strictly comparable with data for other years shown due to changes in the definition of the industries that were introduced in the revised 
edition of Standard Industrial Classification, 1980, Statistics Canada Catalogue No. 12-501. 

bSee Exports by Commodity, Statistics Canada Catalogue No. 65-004, monthly. 

°ISTC estimates. 

dSee Imports by Commodity, Statistics Canada Catalogue No. 65-007, monthly. 

lt is important to note that data for 1988 and after are based on the Harmonized Commodity Description and Coding System (HS). Prior to 1988, the shipments, exports 
and imports data were classified using the Industrial Commodity Classification (ICC), the Export Commodity Classification (XCC) and the Canadian International Trade 
Classification (CITC), respectively. Although the data are shown as a continuous historical series, users are reminded that HS and previous classifications are not fully 
compatible. Therefore, changes in the levels for 1988 and after reflect not only changes in shipment, export and import trends, but also changes in the classification 
systems. It is impossible to assess with any degree of precision the respective contribution of each of these two factors to the total reported changes in these levels. 


SOURCES OF IMPORTS? (% of total value) — 


1983 1984 1985 1986 1987 19885 19896 19905 
United States 79 76 80 65 69 56 56 | 1 
European Community 15 18 15 20 20 14 33 = 18 
Asia 4 3 3 12 8 20 5 5 ; 
Other 2 3 2 3 3 10 6 6 


See /mports by Commodity, Statistics Canada Catalogue No. 65-007, monthly. 


bAlthough the data are shown as a continuous historical series, users are reminded that HS and previous classifications are not fully compatible. 
Therefore, changes in the levels for 1988 and after reflect not only changes in import trends, but also changes in the classification systems. 


1983 1984 1985 1986 1987 1988b 1989b 1990» 
United States 15 87 83 15 77 81 62 76 
European Community 5 5 3 5 9 9 11 5 
Asia 2 1 5 8 i 1 21 8 
Other 18 if 9 2 13 9 6 11 


aSee Exports by Commodity, Statistics Canada Catalogue No. 65-004, monthly. 


bAlthough the data are shown as a continuous historical series, users are reminded that HS and previous classifications are not fully compatible. 
Therefore, changes in the levels for 1988 and after reflect not only changes in export trends, but also changes in the classification systems. 


REGIONAL DISTRIBUTION? (average over the period 1986 to 1988) 


Atlantic Quebec Ontario Prairies British Columbia 
Establishments (% of total) 3 23 59 it 8 
Emponent (% of total) Z 26 66 3 3 
Samer (% of total) : 1 21 ; ra 3 4 


alSTC estimates. 


MAJOR FIRMS 


Name Country of Location of 
ownership major plants 


Rolling Mill Equipment 


John T. Hepburn Limited Canada Mississauga, Ontario 
Metform International Limited United Kingdom Mississauga, Ontario 
Pro-Eco Limited Canada Mississauga, Ontario 
Uniroyal-Goodrich can Inc. United States | Kitchener, Ontario 
Wean Canada Ltd. United States Cambridge, Ontario 


Welding Equipment 


Lincoln Electric Company of Canada Limited United States Toronto, Ontario 
Litton Systems Canada Limited United States Windsor, Ontario 
(Lamb Technicon Division) 

Olofstrom Automation Ltd. Sweden Rexdale, Ontario 


Raker Manufacturing United States Burlington, Ontario 


INDUSTRY ASSOCIATION 


Machinery and Equipment Manufacturers’ Association 
of Canada (MEMAC) 

Suite 701, 116 Albert Street 

OTTAWA, Ontario 

K1P 5G3 

Tel.: (613) 232-7213 

Fax: (613) 232-7381 


Printed on paper containing recycled fibres. & 
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